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This  is  going  to  be  a year  of  continued  financial  crisis  and  cutback  for 
Boston  city  government. 

Part  of  the  problem  is  of  the  city's  own  making  over  the  course  of  many 
years  and  especially  in  the  handling  of  the  current  year's  School  Department 
finances.  The  Mayor's  decision  to  underbudget  the  schools  and  the  School  Depart- 
ment's failure  to  make  meaningful  spending  cuts  will  face  the  city  with  a severe 
cash- flow  problem  before  the  end  of  the  current  fiscal  year  on  June  30. 

However,  it  was  the  voters  who  escalated  the  city's  financial  troubles  to 
the  crisis  stage  by  passing  Proposition  2^.  The  first  full  year's  impact  of 
this  will  hit  on  July  1 with  a severity  which  had  been  only  dimly  recognized  by 
the  public  at  large.  The  Research  Bureau  has  just  released  a startling  report 
on  the  necessary  personnel  cutbacks  involved--up  to  5,000  employees,  or  40%  of 
the  work  force,  in  the  regular  city  departments. 

In  the  long  run  there  can  and  should  be  some  sort  of  state  tax  program  to 
provide  new  revenue  for  the  city  to  offset  Some  of  the  cuts  mandated  by  2^.  But 
that  should  not  and  will  not  come  until  there  have  been  definite  reforms  in  munic- 
ipal operations  all  over  the  state,  and  especially  here.  For  now  Boston  must 

quickly  get  set  to  cope  with  drastically  reduced  budgets  in  all  departments.  That 

includes  the  schools,  though  at  this  time  they  are  still  legally  outside  the  scope 

of  the  new  2%  law. 

The  Boston  Municipal  Research  Bureau  will  continue  to  be  at  the  center  of 
efforts  to  solve  the  city's  financial  problems  and  to  effect  long-overdue  manage- 
ment reforms.  At  this  point,  however,  we  would  like  to  present  to  our  contribu- 
tors a brief  overview  of  both  the  political  and  economic  realities  as  we  see  them 
now.  In  addition  the  report  gives  us  an  opportunity  to  review  for  you  some  of 
the  other  key  issues  facing  the  city  on  which  we  have  been  working.  There  is  no 
shortage  of  problems,  but  in  at  least  a few  key  areas  of  Bureau  concern  some  real 
improvements  may  at  last  be  in  prospect. 

SURVIVING  FISCAL  1981 


Let  us  look  first  at  the  prospects  for  the  remainder  of  the  current  fiscal 

year. 


In  the  past  year  Mayor  White  claims  to  have  become  a born  again  believer  in 
living  with  budget  limits.  At  last  check  the  level  of  spending  by  city  depart- 
ments was  still  some  $8  to  $10  million  over  the  approved  total.  However,  with 
the  Mayor's  political  credibility  on  the  line  on  this  issue  and  the  need  to  start 
making  the  deeper  cuts  to  cope  with  Proposition  2^,  it  is  reasonable  to  assume 
that  city  spending  will  end  up  within  the  total  budget  limit  by  June  30. 

Controversy,  however,  is  certain  to  continue  over  a new  system  of  inter- 
departmental transfers  being  used  to  fund  some  agencies  and  programs  which  the 
City  Council  did  not  approve  in  the  1981  budget.  There  are  some  things  to  be  said 
for  that  new  transfer  system,  but  not  the  way  the  administration  has  handled  it. 
This  will  continue  to  be  one  of  the  battle  areas  in  the  continuing  war  between  the 
Mayor  and  the  Council. 
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THE  SCHOOL  BUDGET  SAGA 


The  really  serious  financial  problems  for  the  balance  of  the  current  fiscal 
year  revolve  around  the  schools. 

The  original  1981  school  budget  prepared  last  spring  by  former  Supt.  Robert 
Wood  showed  little  appreciation  for  the  city’s  financial  problems.  Though  enroll- 
ment was  static,  the  recommended  total  was  up  19%  over  the  previous  year.  Though 
it  fired  Dr.  Wood  in  July,  the  School  Committee  kept  his  budget  and  went  on  to 
adopt  a new  and  even  more  expensive  contract  with  the  Boston  Teachers  Union. 

Mayor  White’s  belated  efforts  in  August  to  cut  back  school  spending  to  the 
previous  year's  budget  figure  of  $195  million  were  within  the  limits  of  the  city's 
special  school  finance  law  but  outside  the  bounds  of  financial  reality.  The 
Research  Bureau  tried  to  make  some  sense  of  the  situation  by  proposing  a com- 
promise budget  of  $220  million--$7  million  over  actual  spending  for  the  previous 
year.  For  that  effort  we  were  verbally  bombed  from  all  sides. 

The  Mayor's  attempts  to  block  the  teacher  contract  were  overturned  by  the 
City  Council  and  at  least  the  lower  courts.  So  in  the  end  $15  million  was  added 
to  the  original  school  budget.  But  that  final  figure  of  $210  still  bore  no  rela- 
tion to  reality.  Until  recently  the  schools  were  spending  at  a rate  over  $250 
million  rather  than  the  $236  for  which  they  had  budgeted  themselves.  It  was  only 
this  month,  almost  half-way  through  the  school  year,  that  the  Superintendent  came 
up  with  some  real  cutback  plans  totaling  some  $6  to  $7  million.  Those  are  still 
far  short  of  what  would  be  needed  to  get  back  to  the  $210  million  figure.  The 
School  Department  is  not  even  talking  of  that  goal.  At  this  point  it  seems  cer- 
tain the  schools  will  either  run  out  of  money  and  have  to  close  sometime  in 
March--an  educational  disaster  for  the  city's  students--or  run  up  a deficit  that 
could  reach  $40  million. 

THE  ASSESSMENT  PROBLEM 


Another  major  problem  for  the  city  now  is  the  settlement  of  the  "Tregor" 
related  disproportionate  assessment  cases.  The  city's  outstanding  abatement 
liability  will  be  known  soon,  once  the  Supreme  Court  decides  the  "French  Case." 
The  issue  is  whether  pre-1980  disproportionate  assessments  will  be  lowered  to 
the  lowest  residential  class  or  the  average  of  all  residential  classes.  The 
city's  liability  will  be  between  $50  and  $100  million,  and  some  of  it  may  have  to 
be  paid  before  June  30. 

The  city  is  reviewing  the  feasibility  of  bonding  this  liability.  In  1957 
Boston  was  in  a similar  situation  and  the  Legislature  passed  an  act  that  provided 
for  the  issuance  of  $45  million  to  fund  both  the  accumulated  and  net  operating 
deficits.  Similar  legislation  will  likely  be  necessary  before  the  city  can  bond 
its  current  liability. 

The  possibility  of  a $40  million  school  deficit  and  initial  payments  of  the 
abatement  liability,  neither  of  which  are  covered  by  any  sort  of  appropriation, 
raise  the  question  of  whether  there  will  be  enough  cash  on  hand  to  get  through 
the  fiscal  year.  If  not,  the  city  may  have  to  appeal  for  help  to  the  city's 
financial  institutions  to  provide  the  necessary  funds.  However,  Proposition  2^ 
has  made  even  short-term  borrowing  an  expensive  and  uncertain  thing.  This  is 
obviously  a critical  situation  which  the  Bureau  will  continue  to  follow  and 
report  on  in  the  weeks  ahead. 
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THE  GRIM  PROSPECTS  UNDER  2h 


One  thing  about  the  current  year's  deficit  is  certain.  It  will  become  part 
of  the  city's  fixed  costs  for  Fiscal  Year  1982.  And  that  is  where  the  real 
squeeze  on  Boston  will  be  coming. 

The  Bureau's  most  recent  Special  Report  on  Proposition  2^  took  a long  and 
detailed  look  at  all  the  facts  and  figures  involved.  We  will  not  review  them  in 
detail,  but  here  is  the  problem  in  brief. 

The  Proposition  2^  formula  and  the  reduction  in  the  auto  excise  tax  will  cut 
Boston's  revenues  by  $87  million  in  the  coming  year.  The  total  appropriation  for 
this  year  is  $878  million.  So  at  first  glance  the  reduction  is  just  10%.  That 
seems  a reasonable  goal  which  should  be  reachable  without  cutting  too  deeply  into 
what  everyone  would  agree  are  essential  city  services. 

The  problem  is  that  a very  large  percentage  of  Boston's  budget  is  in  fixed 
costs.  There  is  some  argument  just  what  should  be  included  in  that  category. 

But  after  a detailed  series  of  calculations,  the  Bureau  estimates  that  the  city's 
discretionary  budget  for  next  year  will  be  only  $129.7  million--$30  million  less 
than  the  total  for  just  the  Police,  Fire  and  Public  Works  Departments  this  year. 

So  the  painful  reality  becomes  clear.  Even  in  the  first  year.  Proposition  2^  cuts 
will  go  deep.  They  will  hit  not  just  what  many  consider  governmental  frills  but 
the  heart  of  municipal  services.  The  first-year  personnel  layoffs  could  total  up 
to  5,000  employees,  almost  40%  of  the  work  force.  By  the  third  year  there  would 
be  no  money  left  beyond  that  needed  for  those  fixed  costs. 

THE  HUNT  FOR  REMEDIES 


It  is  that  kind  of  service  and  personnel  reduction  that  must  be  kept  in  mind 
as  the  public  and  politicians  debate  the  meaning  and  the  message  of  Proposition  2%. 

There  is  no  doubt  that  Massachusetts  has  long  relied  much  too  heavily  on  the 
property  tax  and  not  enough  on  other  revenues  to  finance  local  government.  And 
the  2\  vote  can  be  interpreted  at  least  in  part  as  a call  for  a change  in  that 
tax  mix. 

The  Bureau's  Board  of  Directors  started  planning  for  that  last  October  in 
anticipation  of  the  2^  vote.  The  consensus  was  that  a broadened  sales  tax  along 
the  lines  proposed  by  the  Massachusetts  Taxpayers  Foundation  in  the  late  1970s 
was  the  best  base  on  which  to  build.  But  the  timing  for  any  effort  of  that  sort 
remains  uncertain.  Significantly  the  Taxpayers  Foundation  itself  has  not  refiled 
its  old  plan  this  year.  It  has  developed  an  alternative  program  to  hold  state 
funding  level  and  share  a larger  percentage  of  the  growing  state  tax  receipts 
with  cities  and  towns.  That  plan  would  produce  $360  million  in  additional  state 
aid  next  year,  to  be  returned  to  communities  in  proportion  to  the  losses  they 
suffered  under  2^. 

OTHER  REVENUE  SOURCES 


Another  way  to  solve  at  least  part  of  the  fiscal  squeeze  from  2^  is  to  have 
the  city  raise  more  money  from  other  non  property- tax  sources. 

One  promising  approach  lies  in  boosting  the  fees  and  charges  for  various 
services,  permits  and  licenses.  A report  by  the  Research  Bureau  in  December 
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showed  that  reasonable  changes,  some  simply  to  reflect  inflation  since  the  last 
general  increase  in  1976,  would  produce  some  $4  million.  If  Boston  got  up  to 
the  average  collected  by  some  20  cities  with  comparable  revenue  bases,  the  city 
would  get  $10.4  million  more  than  it  does  at  present.  Proposals  for  higher  fees 
of  various  kinds  are  now  before  the  City  Council  and  the  Bureau  will  be  following 
action  on  them  closely. 

There  are  a number  of  possible  new  local  taxes  which  will  be  considered  by 
the  Legislature.  Mayor  White  has  filed  a legislative  package  which  contains  14 
such  options--some  old,  some  new;  some  sensible,  some  which  would  create  more 
problems  than  they  would  solve.  The  Bureau  is  reviewing  those  options  and  will 
be  ready  with  information  and  recommendations  on  those  which  get  or  should  get 
serious  attention  in  the  Legislature  in  the  months  ahead. 

BOSTON'S  COSTS  TOO  HIGH 

If  2%  was  in  part  a call  for  tax  reform,  it  was  also  a cry  of  protest  about 
high  costs,  waste  and  inefficiency.  Overall  municipal  government  in  Massachusetts 
spends  slightly  less  (-3.1%)  per  capita  than  the  national  average.  But  Boston  is 
a different  story. 

There  are  always  problems  in  making  inter-city  comparisons  because  of  varying 
conditions  in  different  communities  and  different  states.  In  Boston's  case  allow- 
ance has  to  be  made  for  two  key  factors.  First  of  all  this  is  a very  small  city 
in  comparison  to  its  metropolitan  area.  Ours  is  the  nation's  sixth  largest  metro- 
politan area.  The  city  itself  has  been  only  the  19th  largest  city,  and  it  may 
fall  even  lower  when  the  final  census  figures  are  determined.  That  means  it  must 
be  geared  to  accommodate  a large  suburban  work  force  without  the  broader  property 
tax  base  other  major  cities  have. 

In  addition,  as  a national  center  for  education  and  medicine,  a state  capital 
and  a regional  base  for  federal  services,  Boston  has  a very  high  amount  of  tax- 
exempt  property. 

Even  allowing  for  those  factors,  however,  both  costs  and  expenditures  here 
are  high  in  comparison  with  cities  of  comparable  size  across  the  country.  The 
Bureau  compared  Boston  with  Baltimore,  Cleveland,  Indianapolis,  Memphis,  Milwau- 
kee, New  Orleans,  Pittsburgh,  San  Diego  and  San  Francisco  for  revenue,  taxes, 
debt  and  expenses  for  police,  fire  and  general  administration.  Boston  was  either 
No.  1 or  No.  2 in  every  category  and  generally  far  above  the  overall  average. 

Clearly  costs  here  are  too  high.  Economies  must  be  made,  and  chances  of 
getting  support  for  any  sort  of  new  state  aid  program  will  be  limited  until  solid 
evidence  is  given  that  the  municipal  house  is  being  put  in  order. 

TIME  FOR  MANAGEMENT  REFORM 


Times  of  crisis  also  present  opportunities.  That  is  the  case  with  the 
Research  Bureau's  long  campaign  for  real  management  controls.  This  is  not  the 
kind  of  issue  which  gets  the  media  attention  given  to  something  like  the  Parkman 
House.  But  it  is  many  times  more  important  in  the  financial  life  of  the  city. 

Total  overspending  by  the  schools  and  regular  city  departments  in  fiscal 
year  1980  reached  a record  level--$38  million,  divided  almost  equally  between 
city  departments  and  the  schools.  Much  of  that  deficit  was  the  result  of  polit- 
ical decisions  in  an  election  year.  But  the  absence  of  management  controls 
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certainly  contributed  to  it.  And  operation  of  the  city  can  never  be  really 
improved  until  some  sound  systems  are  put  in  place. 

A Bureau  Special  Report  in  October  pointed  out  serious  shortcomings  in  the 
city's  present  personnel  and  budget  systems.  Even  getting  a total  headcount  on 
the  number  of  city  employees  is  difficult.  A new  financial  control  system  being 
developed  by  the  City  Auditor  and  the  City  Treasurer  will  provide  at  least  a 
total  count  of  city- funded  employees.  But  there  are  still  no  reports  that  show 
the  number  of  people  working  in  each  department  by  category  and  funding  source. 
There  is  no  system  available  to  link  personnel  and  payroll  information,  and 
that  is  esential  to  provide  control  over  spending. 

Working  with  Coopers  Lybrand,  the  city's  independent  auditors,  and  other 
professionals  in  the  field,  the  Research  Bureau  has  outlined  a plan  to  have 
Boston  implement  a personnel/payroll  system  over  the  next  two  years.  That  is 
the  first  step  toward  adoption  of  an  overall  financial  management  system.  This 
issue  will  be  pressed  with  the  Mayor  as  he  looks  to  the  business  community  for 
support  easing  the  impact  of  2^. 

CHANGING  THE  ADMINISTRATIVE  STRUCTURE 


There  is  another  basic  management  problem  in  city  government  which  the 
Bureau  has  also  been  addressing.  That  is  the  need  to  provide  better  structural 
administrative  control  over  the  various  fiscal  departments.  Real  reform  here 
will  require  a charter  change.  So  it  will  be  long  range  in  nature  and  more  diffi- 
cult to  execute. 

Most  of  the  talk  about  charter  change  to  date  has  addressed  the  City  Council 
and  School  Committee  structure.  The  only  serious  proposal  for  management  change 
is  the  one  by  Councillor  DiCara,  who  has  proposed  a full-scale  city  manager  under 
the  Mayor.  The  Bureau  does  not  feel  that  plan  is  saleable.  There  is  reason  to 
doubt  that  in  the  long  run  it  is  really  advisable.  Instead,  we  have  outlined  a 
more  modest  plan  which  we  think  meets  the  most  pressing  needs.  It  would  estab- 
lish a strong  new  fiscal  office.  Its  head,  in  cooperation  with  the  Mayor,  would 
select  the  key  officials  like  the  assessor,  the  treasurer  and  personnel  director. 

We  have  discussed  this  proposal  with  Micho  Spring  within  the  administration. 
We  have  gotten  a recognition  of  the  problem  and  at  least  polite  interest,  but  as 
yet  no  real  commitment.  Councillor  DiCara  has  expressed  some  willingness  to 
modify  his  original  plan  in  light  of  our  proposal  and  continued  discussions.  At 
the  moment,  however,  all  this  is  on  the  back  burner. 

Clearly  it  is  more  important  to  move  first  on  the  budget  and  personnel 
control  system.  But  sooner  or  later  an  improved  management  plan  of  some  sort 
should  also  become  a top  priority. 

FOCUS  ON  THE  SCHOOLS 


The  need  for  fiscal  controls  and  management  change  is  as  acute  in  the  School 
Department  as  in  the  operations  under  the  Mayor.  These  school  problems  have  also 
been  a major  concern  of  the  Research  Bureau  over  the  years.  Associate  Executive 
Director  Samuel  Tyler  was  a member  of  the  task  force  which  produced  the  1978 
school  management  changes  and  is  currently  serving  on  the  Search  Committee  to 
recommend  candidates  for  the  Superintendent's  job. 
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Those  past  involvements  have  helped  the  Research  Bureau  to  get  a $30,000 
grant  from  the  Committee  for  the  Permanent  Charity  Fund  for  a study  of  the  school 
system's  management.  This  will  cover  possible  changes  in  both  the  School  Commit- 
tee and  the  administrative  structure.  It  will  also  look  at  the  financial  and 
administrative  ties  between  the  schools  and  the  rest  of  the  city,  the  relation- 
ships between  the  schools  and  the  courts  and  the  state  Department  of  Education. 

In  addition  to  an  analysis  of  local  conditions,  comparisons  are  being  made  with 
other  major  school  systems  around  the  country. 

The  project  was  originally  suggested  to  Permanent  Charity  officials  by  former 
School  Superintendent  Wood,  who  is  acting  as  an  advisor  on  a pro  bono  publico 
basis.  The  bulk  of  the  research  is  being  done  by  one  of  his  former  staff  assist- 
ants, Marcy  Murninghan,  now  a doctoral  candidate  at  Harvard.  Overall  supervision 
is  being  provided  by  the  Bureau  staff,  which  has  set  up  an  Advisory  Committee 
consisting  of  two  former  Bureau  Directors,  Joseph  Slavet  and  Joseph  Barresi,  along 
with  former  state  Education  Secretary  Joseph  Cronin,  who  did  a detailed  study  on 
Boston  school  system  management  while  at  Harvard  in  1970. 

The  project  is  being  moved  at  top  speed  as  there  are  already  moves  underway 
to  change  the  structure  of  the  School  Committee.  Initial  City  Council  considera- 
tion of  one  plan  for  district  representation  could  come  in  early  March. 

OTHER  PROJECTS 


Assessing  problems  and  practices  in  the  city  have  been  a long-standing  concern 
for  the  Bureau.  Those  became  critical  last  fall  with  the  overall  increase  in  valu- 
ations and  the  first  step  towards  equalization.  Working  with  the  Real  Estate  Board, 
the  Bureau  has  reviewed  the  immediate  problems  and  will  work  for  a number  of  interim 
reforms.  For  the  future  the  goal  is  to  get  assurance  that  a sound  computerized 
system  for  handling  assessments  is  in  place  after  the  equalization  job  is  completed. 

New  development  in  Boston  is  important  to  add  to  the  city's  tax  and  unemploy- 
ment base.  Despite  an  unprecedented  building  boom,  there  is  still  a feeling  that 
there  are  too  many  uncertainties,  roadblocks  and  delays  for  would-be  developers. 
Those  problems  are  being  explored  as  part  of  the  Chamber's  Boston  2000  project. 

The  Policies  and  Procedures  Subcommittee,  on  which  Bureau  Executive  Director  Harry 
Duming  has  been  serving,  is  looking  at  the  institutional  barriers  to  development-- 
the  excessive  number  of  hearings  and  permits,  the  delays,  the  confusion  and  even 
strife  among  regulatory  agencies.  Some  of  those  problems  will  require  changing 
laws  and  official  policies.  At  the  very  least,  there  should  be  a new  commitment 
by  the  Mayor  to  see  that  reasonable  development  plans  move  ahead  without  unreason- 
able delays.  The  Bureau  will  stay  close  to  this  problem  in  the  coming  year. 

There  are  a number  of  other  municipal  problems  which  have  been  and  continue 
to  be  on  the  Bureau's  agenda.  We  do  no  more  than  list  them  here.  They  will  be- 
come priorities  again  as  current  issues  are  resolved,  as  the  Bureau's  staff  and 
Executive  Committee  decide  to  address  them  or  as  they  again  reach  some  sort  of 
action  or  crisis  stage.  Included  here  are  items  such  as  solid  waste,  debt,  civil 
service,  disability  pensions,  overall  funding  of  the  pension  system,  condominium 
conversion,  court  rental  fees,  parking  fine  collections,  tax-exempt  properties, 
the  future  of  121- A agreements,  the  Charles  Street  Jail  and  the  House  of  Correction. 
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GETTING  ACTION 

Research  is  the  Bureau's  main  product  and  reason  for  existence,  but  it  is 
essential  we  do  more  than  turn  out  reports.  There  must  be  follow  through  with 
citizen  groups,  the  media  and  public  officials  to  see  that  our  work  is  known  and 

action  is  taken  on  our  proposals.  Obviously  this  type  of  activity  has  long  been 

a part  of  the  Bureau's  program,  but  it  is  now  being  given  a new  emphasis. 

The  staff  maintains  regular  contacts  with  the  key  city,  county  and  state 
officials  whose  assistance  and/or  votes  are  needed  to  make  needed  changes 
involved  in  our  reports.  But  there  are  limits  to  what  the  staff  alone  can  do. 

Key  business  people  and  other  interested  citizens  have  to  become  involved  as 

well.  Involvement  in  this  kind  of  political  activism  requires  knowledge  of  both 
the  personalities  and  the  issues.  Developing  that  knowledge  must  be  left  largely 
to  individuals,  but  the  Bureau  can  provide  Reports,  other  research  and  added  back- 
ground information. 

We  appreciate  your  support.  We  are  ready  and  willing  to  be  of  service. 


Harry  M.  Durning,  Executive  Director 
Samuel  R.  Tyler,  Associate  Executive  Director 
Kevin  P.  Kerr,  Research  Associate 


